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Abstract

Recent farm financial stress has hit the Midwest the hardest because farming there
is specialized and the Midwest’s overall economy has not rebounded from the
1980-82 recessions. Though the number of farmers working off the farm is growing
nationally, more plentiful nonfarm jobs in the Northeast and South have helped
offset farmers’ financial stress. Economically diversified and densely settled areas
with younger residents have fared best, while heavily farming-dependent areas have
fared worst and lost population. This report contains indepth comparisons of rural
America’s current economic health by region and by reliance on farming.
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Summary

Farming-dependent counties are some of the most economically distressed parts of
nonmetropolitan America because their inability to diversify economically has left
them vulnerable to changes in natural resource markets, commodity prices, and
farm conditions. The Midwest has been hit hardest. This report contains indepth
comparisons of rural America’s current economic health by region and by reliance
on farming.

In the last few years, the farm sector has faced excess capacity, low commodity
prices, dependence on export-oriented crops coupled with shrinking foreign
markets, downward pressure on farmland values, and persistently high debt levels.
Nonmetro farming-dependent areas are feeling the impact the most because their
economies can no longer offer adequate alternatives to displaced farmers and can
ill afford the retail and service job losses bound to accompany outmigration. The
report suggests that these areas will need help from State and Federal Governments
to provide a stable environment for economic growth and to smooth adjustment to
population decline.

Among the report’s major findings:
Farm sector distress

. The greatest proportions of highly and very highly leveraged farms are in
the Northern Plains, Lake States, and Corn Belt. More than 25 percent
of the farms there are saddled with debt/asset ratios of 40 percent or
more; a high proportion also has serious cash flow problems.

. Farmland values have dropped the most (30 percent or more) in the
Corn Belt, Lake States, Northern Plains, and Delta States. Post-1981
declines have been most dramatic in the major farm States of the
Midwest.

i Farm financial stress has hit the Midwest (particularly the Corn Belt) the
hardest, because farming there is specialized and its overall economy has
not recovered as quickly from the 1980-82 recessions as the rest of the
country.

° Dependence on major export-oriented farm commodities, whose exports
have dropped 42 percent since their 1981 peak, continues to be greatest
in the Midwest and the Delta States.

° Farming-dependent communities located closer to processing centers and
urban markets appear to be fending off farm fiscal stress better than
those more remote.

Nonfarm income

. Nationally, off-farm income is on the rise, increasing from 40 percent of
total farm family income in 1960 to 60 percent since 1981. The nonfarm
sector appears to provide more of a safety net for economically stressed
farm families in the Northeast and South than in the West and Midwest.



Economic diversification

Many of the 702 farming-dependent counties among the 2,443 nonmetro
U.S. counties have been unsuccessful in attracting enough nonfarm jobs
to fully offset farm job losses. Those that have succeeded are more
densely settled, have more young residents, and are economically diverse.

Outmigration

Farm financial stress translated into a steady population loss in 60 per-
cent of the Nation’s nonmetro farming-dependent counties during
1980-84, sharply contrasting with population drops in only 29 percent of
other nonmentro counties. The proportion of farming-dependent coun-
ties losing population ranged from 73 percent in the Lake States to 26
percent in Appalachia.
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Introduction

U.S. agriculture faces serious financial problems today.
Many U.S. farmers are saddled with historically high
debt/asset ratios. Some are so deeply in debt that costs
of servicing loans will be too high for them to continue
operating at recent levels. For regions, States, and com-
munities that rely heavily on farming, financial stress of
farmers translates to areawide distress, at least in the
short run.

This report describes how American rural communities
are faring in the wake of the farm sector’s financial
crisis. The report chronicles the role that agriculture has
played in the economic development of the Nation and
identifies regions which have most successfully provided
nonfarm jobs to displaced farm operators. It identifies
factors leading to the current farm crisis and indicates
the dimensions of the problem. Pinpointing the location
and characteristics of today’s farming-dependent regions
and counties, the report compares links between farming
and farm-related industries in America’s farm produc-
tion regions. The report pulls together some of the latest
information on factors which affect a region’s or com-
munity’s vulnerability to the current crisis in agriculture
and on areas which are most ably diversifying their
economic bases.

Historical Perspective

History records the transformation of the Nation's
economy from one based largely on agriculture to one
which relied increasingly on manufacturing, and now to
one oriented more toward service-producing industries.
For over 200 years, millions of Americans raised on

*The authors are economists with the Agriculture and Rural
Economics Division, Economic Research Service, U.S. Department of
Agriculture.

farms or in small farm-based communities left their
birthplace to find employment in urban industrial
centers. The first official U.S. Census of 1790 found that
95 percent of Americans lived in rural areas. By 1980,
only about 25 percent of Americans lived in rural areas,
and the majority of these 59 million people followed
economic pursuits outside agriculture. In fact, less than
10 percent of the rural population lived on farms, and
these 5.6 million farm residents represented only 2.5 per-
cent of the American population.

American agriculture has played a pivotal role in the
Nation’s economic development. Technological advances
in farming have made U.S. farmers more productive but
also more dependent on purchased inputs and processing
and marketing services from the nonfarm economy. The
efficiency gains greatly reduced demand for agricultural
labor, creating a surplus of farm-born and farm-reared
workers. This labor surplus provided resources for rapid
growth of the nonfarm economy. However, labor demands
varied among regions, and not all areas of the country
were equally successful in providing nonfarm jobs for
displaced farmers. Also, nonfarm demand for labor has
varied over time. The growth of the large manufacturing
cities in the Northeast and Lake States during the late
19th and early 20th centuries exemplifies the early suc-
cesses that some areas had in creating new jobs for
people leaving farming. Later, scattered metropolitan
areas of the Midwest, South, and West also grew and at-
tracted surplus labor from American farms and farm-
based communities.

During most of the post-World War II period, many
rural areas experienced employment decline or slow
growth. In the 30 years between 1940 and 1970, the in-
crease in total nonmetropolitan (nonmetro) employment
was only three-fourths of the increase from 1970 to 1980
(table 1). Although many rural jobs opened up in manu-
facturing, construction, and government and service-
producing industries, job losses in agriculture and other



Table 1—Employment change in nonmetro United States
from 1940-80, by component!

Industry 1940-50 1950-60 1960-70 1970-80
Million employees
Total 2.08 0.26 2.07 5.99
Resource-based -1.11 -2.34 -1.32 .18
Service and government 1.82 1.68 2.20 4.41
Manufacturing and
construction 1.36 .92 1.20 1.40

INonmetro status is based on designations applied by the U.S. Office
of Management and Budget in 1974 (5).

Source: (21).

natural resource industries such as forestry and mining
were largely offsetting. During this period, nonmetro
areas were simply unable to generate sufficient jobs to
absorb additions to their labor force. As a result, many
rural people migrated to metropolitan (metro) areas to
find employment. For example, in the 1950’s, U.S. non-
metro areas gained only one manufacturing job for every
three they lost in the natural resource industries.

By the 1960’s, gains in manufacturing were beginning to
balance losses in the natural resource industries. Finally,
in the late 1960’s and early 1970’s, a large number of
rural communities began to gain sufficient nonfarm jobs
to more than offset their losses in farm employment.
This turnaround in the total employment picture
resulted from growth in manufacturing and service-
producing jobs in rural America. Increases during the
1970’s occurred in government and other service in-
dustries, manufacturing, construction, and even in the
natural resource industries. Manufacturing employment
continued to increase rapidly in nonmetro areas during
the 1960’s and 1970’s while it faltered in metro areas.
Associated with the rapid employment growth was the
well-publicized revival of rural population growth (7).!
In fact, the population growth rate was 14 times higher
in rural areas and small towns than in metro areas dur-
ing the 1970’s.

Current Farm Financial Situation

The current financial distress among farmers, farm
lenders, and farm-based regions and communities is
rooted in excesses induced by the inflationary conditions
of the 1970’s and exaggerated expectations of worldwide
demand for farm products. These excesses made it ex-

talicized numbers in parentheses refer to items in the References at
the end of this report.

tremely difficult or impossible for many farmers to ad-
just to the radically different economic conditions of the
1980’s.

Throughout the 1970’s, U.S. agricultural capacity ex-
panded rapidly as farmers took advantage of accelerat-
ing inflation and very low-to-negative real interest rates
(real interest rate is the nominal interest rate minus the
inflation rate) (fig. 1). During that decade, the value of
the dollar declined, making American products for ex-
port progressively cheaper; agricultural exports more
than quintupled (fig. 2). Farmers responded to these
favorable conditions by borrowing heavily to invest in
new capital equipment, new and costly production tech-
niques, and increasingly expensive farmland. Farm debt
rose, on average, more than 10 percent annually and
tripled by 1980. Land values rose even faster, creating
the expectation on the part of both farmers and lenders
that investment in agriculture would always be highly
profitable and relatively free of risk. In this environment
of rapid expansion, U.S. agricultural production surged
and agribusinesses and farm-based communities and
regions prospered.

By the early 1980’s, the forces that had driven economic
expansion had reversed direction. Worldwide recession
and the dollar’s rise in value reduced the export demand
for U.S. products. At the same time, relatively high loan
rates for U.S. farm commodities, which set a floor under
domestic prices of Government-supported farm commod-
ities, provided incentives to other countries to substan-
tially increase their grain supply. Former foreign
customers entered the world market as U.S. competitors.”
By 1985, these economic forces combined to sharply
lower farm commodity prices and cut U.S. farm exports
by 33 percent from their peak of 1981. On the cost side,
farmers were hurt as stringent monetary controls curbed
inflation, real interest rates climbed to unprecedented
levels of 8-10 percent, and prices paid by farmers for
farm inputs (including interest, taxes, and wage rates)
began to exceed the prices they received for farm prod-
ucts (17).> As net farm income fluctuated and real net
farm income declined at a steeper rate in 1980-85 than
in the previous 5-year period, land values fell (15). The
situation developed because of expectations that returns
to farming would —or could—be even lower in the future.
The debt levels that some farmers had reached during
the 1970’s were no longer sustainable by their farming
operations nor were they acceptable to their lenders in
the changed economic environment of the 1980’s.

%For an evaluation of the effects of the dollar’s appreciation on U.S.
prices, exports, and grain stocks, see (8).

3See (12) for a discussion of the macroeconomics of agriculture and
its effects on rural America.



Figure 1

Major Economic Indicators of the U.S. Economy
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Figure 2

Major Economic Indicators of U.S. Agriculture
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By 1986, farmland values had declined 27 percent from
their 1981 peak for the Nation as a whole, and values in
some farming-dependent States and regions fell by
almost 60 percent. As a result, many farmers who had
borrowed heavily in the late 1970’s to buy high-priced
land and machinery found themselves approaching in-
solvency. For example, on January 1, 1986, nearly 9 per-
cent of U.S. farmers were very highly leveraged with a
debt/asset ratio of over 70 percent, and some were
operating under extreme financial stress.

The sharp deterioration of financial conditions in the
farm economy is now forcing some farmers to curtail
operations or to discontinue farming entirely. Of course,
the decline in the number of farmers has been an impor-
tant trend through most of the agricultural history of the
United States. What distinguishes today’s displacement
from some earlier ones are the changed characteristics
and economic position of the farmers who are leaving
agriculture. The rapid decline in the number of farms
and farm population between 1950-70 was caused main-
ly by mechanization and other laborsaving innovations.
That development encouraged some farm families to ac-
quire more land from existing small farmers whose heirs
or replacements were attracted to urban areas by the
availability of higher paying jobs. Today, displacement
extends to the larger and more efficient farm operators

- who made investment decisions based on the favorable
economic environment of the 1970’s, a situation dras-
tically different from today’s environment of low farm
prices, declining land values, and pessimism about the
future of export markets. Because much of the economic
distress now is concentrated in about 11 percent of farm
operations, displacement has chiefly involved ownership
changes of some existing farms rather than substantial
declines in the total number of farms.

The Farm Sector’s Economic Health

Three major indicators of the economic health of a region’s
or State’s farm sector are farm debt/asset ratios, changes
in the value of farmland, and the importance of export-
sensitive farm commodities to the local farm sector.

Debt/ Asset Ratios

The ratio of debts to assets is one of the major indicators
of a farm’s overall financial soundness. Typically, farms
are considered to be highly leveraged if their debt/asset
ratios reach 40 percent. At this stage, farmers begin to
have problems meeting repayments on debt principal,
but they still have adequate net worth to collateralize
loans. At debt/asset ratios of 70 percent, many farmers
have problems meeting both their principal and interest
commitments. As their net worth declines because of
falling land values, many of these farmers approach
insolvency.*

USDA’s Farm Costs and Returns Survey, conducted in
the spring of 1986, showed that the Northern Plains,
Lake States, and Corn Belt have the highest proportion
of highly and very highly leveraged farms (fig. 3). In
each of these farm production regions, more than 25
percent of the farms are saddled with debt/asset ratios
of 40 percent or more (table 2). These regions also have
some of the highest proportions (ranging from 12-20 per-
cent) of farmers with the most serious financial prob-
lems, not only high debt/asset ratios but also cash flow
difficulties. The high proportion of farms under poten-
tial and actual financial stress in the Midwest may be
partly explained by the region’s large number of
medium-sized farms, which tend to have higher debt/
asset ratios, and by the high number of farmers
specializing in cash grains and dairy products.® Pro-
ducers in the Corn Belt and Northern Plains depend
heavily on cash grain farming and therefore have been
especially hard hit by farm commodity price declines in-
duced by the strong dollar and weakening international
markets for U.S. grains and oilseeds. In the Lake States,
financial stress is high because of concentrated dairy
farming which has been affected since 1982 by falling
milk prices and, consequently, by declines in land and
herd values. The critical factor, however, has been the
sharp drop in farmland values which has reduced asset
values and thereby increased debt/asset ratios.

4By definition, farmers are technically insolvent when their
debt/asset ratios exceed 100 percent.

5In this report, the Midwest refers to three farm production regions:
the Corn Belt, Northern Plains, and Lake States.



Figure 3

The 10 Farm Production Regions of the Continental
United States

Southern Plains

Table 2—Distribution of troubled or potentially troubled farms by region, January 1, 1986

Potential financial stress Actual financial stress
Region Highly leveraged Very highly leveraged Highly leveraged, very High debt/asset ratios
(40-70 percent (70-100 percent highly leveraged, and (over 40 percent)
debt/asset ratio) debt/asset ratio) technically insolvent! and negative cash flow?
Percent

United States? 12.7 4.6 21.3 11.2
Northeast 9.3 3.3 14.0 6.6
Appalachia 6.7 1.1 9.3 5.7
Southeast T 9.8 3.4 15.8 7.9
Delta 7.7 3.0 16.5 11.8
Corn Belt 15.6 5.6 26.3 11.7
Lake States 19.1 7.3 32.8 19.8
Northern Plains 17.6 8.8 33.2 17.1
Southern Plains 9.0 3.2 15.2 8.0
Mountain 16.0 4.9 23.8 12.2
Pacific 10.5 4.0 16.6 7.8

ITechnically insolvent refers to farms with debt/asset ratios over 100 percent.

2Cash flow refers to net cash operating income of farm households and reflects estimated principal repayments, nonfarm income, and estimated
family living allowances.

3U.S. totals do not include Alaska and Hawaii.

Sources: (4, 7).



Changes in the Value of Farmland

Nationally, U.S. farmland values rose 42 percent during
1977-81, and then fell 27 percent during 1981-86. The
largest declines, 30 percent or more, occurred in the
Corn Belt, the Lake States, the Northern Plains, and the
Delta States (table 3). Although State-to-State percent-
age increases in farmland values during the earlier
period tended to be fairly uniform, declines since 1981
have been most dramatic in the major farm States of the
Midwest (16, 20). In Towa, Minnesota, and Nebraska,
the average value per acre of farmland has dropped
more than 50 percent. In these States and in Illinois,
Indiana, Kansas, and Ohio, the land value declines
more than offset the gains made during 1977-81. States
that depend less on farming have had much smaller
declines in farmland values since 1981. Except for
Delaware, Maryland, and Pennsylvania, the Northeast
actually experienced steady increases in farmland value.

Recent declines in land values are an integral part of the
financial distress in the farm economy because farmland
accounts for about 75 percent of total farm assets.
Lower land values create difficulties not only for farmers
but also for farm-related businesses and rural commu-
nities. For example, rural banks and credit institutions
in farming-dependent areas are faced with a growing
volume of problem loans; some local businesses suffer
losses because farmers are unable to pay for goods and
services purchased on credit; and rural communities that
rely on farmland for their property tax base may face
budgetary problems and even cuts in publicly provided
goods and services.5

Dependence on Export-Sensitive Farm
Commodities

Growth in U.S. farm exports spurred investment in the
farm sector during the mid- to late 1970’s. During
1975-81, the value of farm exports doubled. Farm com-
modities that contributed heavily to this growth with
large percentage increases were corn (79 percent), wheat
(52 percent), soybeans (116 percent), and cotton (128
percent). These commodities accounted for 50 percent of
the growth in U.S. farm exports from 1975 to 1981.
Since their peak of 1981, exports of these major com-
modities have declined 42 percent.

Slackening foreign demand, partly due to increases in
world production and stepped-up domestic production in
importing countries, has cut both the volume and prices
of exported U.S. commodities and consequently reduced
farm income. For example, in fiscal year 1985, wheat
production in importing countries increased while world
consumption began to decline, thus dampening the de-
mand for imports (18). At the same time, U.S. wheat
exports dropped 32 percent to 28.5 million tons, and the
U.S. share of the export market continued to fall. Ship-
ments to the USSR declined the most (62 percent), drop-
ping the Soviets to second place among purchasers of
U.S. wheat and elevating Japan to first place. However,
Japan, too, has scaled back its purchases. A record
harvest in the People’s Republic of China in 1984/85
allowed the Chinese to cut total wheat purchases to 77

6For a discussion and an assessment of the impacts that declining
farmland values have on local government spending, see (13).

Table 3—Farm real estate values from 1977-86: Average value per acre of farmland and buildings by region'

Region 1977 1981 1986 1977-81 1981-86
------------------- Dollars -----------=--rmmmmmmcnnaas ------ Percentage change® ------

United States® 474 819 596 42.1 -27.2
Northeast 887 1,365 1,413 35.0 3.5
Appalachia 650 1,093 984 40.5 -10.0
Southeast 636 1,126 996 43.5 -11.5
Delta 543 1,146 796 52.6 -30.5
Corn Belt 1,098 1,776 902 38.2 —49.2
Lake States 669 1,243 702 46.2 —43.5
Northern Plains 325 535 323 39.3 —-39.6
Southern Plains 318 510 529 37.6 3.7
Mountain 174 308 248 43.5 -19.5
Pacific 595 1,243 1,105 52.1 11.1

1Farm real estate values are as of February 1.
2Based on index of average value per acre, 1981 = 100.
3U.S. totals do not include Alaska and Hawaii.

Sources: (16, 20).



percent of the previous year’s volume and U.S. wheat
purchases to only 30 percent of the fiscal year 1984 level.
Further, with competitors such as Canada, Argentina,
and Australia aggressively pursuing the wheat trade with
lower prices, the U.S. position has deteriorated
significantly. In States and communities where produc-
ing wheat and other export-sensitive farm commodities is
the major activity, reduced exports have translated into
a slowdown in overall economic activity. The slowdown,
in turn, has led to decreased employment opportunities,
both farm and nonfarm, and increased pressures for
population outmigration.

In every farm production region, dependence on export-
sensitive farm commodities increased between 1978 and
1982. During this period, the percentage of total gross
sales from the four major commodities more than doubled
in the Southern Plains and Pacific regions and increased
by more than half in the Delta and Mountain States.
However, the Midwestern and Delta States continue to
have the greatest overall dependence on export-oriented
farm commodities. About 25 percent of all the nonmetro
counties in these areas are highly dependent on com-
modities whose export markets expanded rapidly during
the 1970’s but shrank substantially during the 1980’s.” In
the Delta region, export-oriented commodities accounted
for 40 percent of all farm sales in 1982; in the Midwest,
sales of those commodities ranged from 49 percent of all
farm sales in the Corn Belt to 25 percent in the Lake
States (table 4). In contrast, sales of export-oriented
commodities amounted to only about 14 percent of total
farm sales in the Southeast, 12 percent in the Pacific
States, and 7 percent in the Northeast.

A few States produce most of the export-sensitive farm
commodities. In 1982, for instance, seven States produced
75 percent of the U.S. corn crop (table 5). Seven States
also produced 66 percent of the soybean crop, 57 percent
of the wheat crop, and 89 percent of the cotton crop.
The Corn Belt States of Iowa, Illinois, and Indiana pro-
duced 48 percent of U.S. corn and 40 percent of U.S.
soybeans. Iowa, whose entire economy depends highly on
farming and farm-related activities such as farm
machinery manufacturing, produced 20 percent of U.S.
corn and 15 percent of U.S. soybeans. Other examples
are Kansas and North Dakota, which together produced
28 percent of the U.S. wheat crop, and California and
Texas, which together accounted for 49 percent of the
U.S. cotton crop. Within these major producing States,
those communities that have little economic activity out-
side the farm sector are currently hard pressed to find
new options for economic growth.

"We define counties highly dependent on export-oriented farm com-
modities as those in which value of farm sales from wheat, corn soy-
beans, and cotton account for 50 percent or more of total farm sales
value.

Farming-Dependent Counties

Farming-dependent areas, delineated as counties, States,
or regions, can either be defined in terms of the relative
importance of local employment in farming and farm-
related industries (farm input industries plus processing
and marketing industries) or in terms of the relative im-
portance of farm income to the local economy. For ex-
ample, States in the Northern Plains and in the western
Corn Belt depend to a large extent on employment in
farming and in agribusiness industries (fig. 4). In Iowa,
Nebraska, North Dakota, and South Dakota, employ-
ment in the agriculture complex exceeds 30 percent.

In nonmetro America during 1975-79, there were 702
counties out of a total of 2,443 in which farm-related
earnings constituted at least 20 percent of all county
earnings (fig. 5).® Thirteen percent of the nonmetro
population, including about 25 percent of the Nation’s
2.3 million farmers, live in these counties. Some of these
702 counties, concentrated in the western Corn Belt and
Great Plains, derived over 60 percent of their earned
income from farming. Their economies are based on a
heavily capitalized farming industry which depends on
agricultural conditions such as soil productivity and type
of enterprise and is vulnerable to changing interest rates,
foreign exchange rates, and national agricultural policy
decisions.

Many farming-dependent counties have not succeeded in
attracting a sufficient number of nonfarm jobs to fully
offset losses in farm employment. Between 1950 and
1970, a period of heavy movement out of agriculture,
nonmetro areas nationally were able to create more than
enough jobs to offset losses in the natural resource indus-
tries (mainly agriculture) (fig. 6). By contrast, farming-
dependent counties of the Midwestern States fared poorly:
total employment declined as new jobs in manufactur-
ing, construction, and other nonfarm industries failed to
match those lost in farming.

Between 1970 and 1980, the population of farming-
dependent counties grew only 8 percent, which is quite
low compared with a 17-percent growth rate in other
nonmetro counties (table 6). Moreover, as farm financial
conditions worsened during 1980-84, over 50 percent of
the farming-dependent counties lost population. It there-
fore appears that general demographic changes are closely
linked to agriculture in farming-dependent areas. Also,
the pattern of small, widely dispersed population groups
which typifies the farming-dependent counties makes it
difficult for many of these communities to provide an

8For the methodology to delineate farming-dependent counties, see
an.



adequate public infrastructure to support job growth in
nonagricultural industries.

Farming-dependent counties receive, on average, over 33
percent of their earnings from farming compared with
less than 10 percent for other nonmetro counties. More-
over, farming-dependent counties obtain only 10 percent
of their income from manufacturing. Because the nonfarm
sector in these farm-based economies is growing little, if
any, many farm families have difficulty finding off-farm
jobs to supplement their farm earnings. This situation
becomes especially critical when income from farming is
declining and farm families are unable to maintain total
household income.

Farming’s Links to the Economy
of Rural Areas

The overall effect of agriculture on the local nonfarm
economy depends on the size of the farm sector and how
closely it is linked to the nonfarm sector. The effect will
be small where agricultural production plays a minor
role in the local economy. It will also be small where
farmers typically bypass local communities to buy inputs
or household items in larger, more distant trade centers,

or where crops and livestock leave the local area for
processing.

The food and fiber system accounts for nearly 33 per-
cent of the jobs in nonmetro America (table 7).° Of the
6.3 million nonmetro jobs associated with agriculture,
about 45 percent, or 2.8 million, are in farming.'® Most
of the other food and fiber jobs are found in agricultural
input industries (4 percent), agricultural marketing and
processing industries (18 percent), and food and fiber
wholesaling and retailing (26 percent).

9The food and fiber system includes employment in farming and in all
businesses required to support the production and eventual delivery of
food, clothing, shoes, and tobacco to domestic and foreign consumers.
For a description of agriculturally related industries, see the appendix
table.

1%Data from the 1980 Census of Population show only 7.2 percent of the
nonmetro employment in agriculture, compared with 14.2 percent from
the Bureau of Economic Analysis (BEA), U.S. Department of Commerce
series, cited here. There are two major differences between the two series
that probably explain most of this discrepancy. The BEA data identify
jobs by where they are located rather than by where their incumbents live.
The Census Bureau practice is the opposite. Therefore, the large
numbers of nonmetro residents who commute to metro areas to work in
nonagricultural jobs are counted in the nonmetro job total in the Census
data and reduce the agriculture percentage. Also, the Census Bureau
identifies only principal employment. Thus, the large minority of farm
people who spend a majority of their work time in nonfarm jobs do not
show up in agricultural employment in the Census data but do so in the
BEA data, which identify all agricultural employment whether it is secon-
dary or not.

Table 4—U.S. producer dependence on export-oriented

commodities
Value of farm sales from wheat,
Region corn, soybeans, and cotton
1978! 1982
Percent
United States® 21.5 26.2
Northeast 7.3 7.4
Appalachia 18.4 19.3
Southeast 10.0 14.1
Delta 25.8 39.6
Corn Belt 45.1 49.0
Lake States 24.1 24.9
Northern Plains 25.8 30.0
Southern Plains 7.5 17.8
Mountain 10.4 17.7
Pacific 5.7 12.2

1Sales data for corn, wheat, and soybeans are unavailable for 1978.
Estimated sales for 1978 were obtained by using the 1982 proportion of
corn, wheat, and soybeans in total grain sales and applying this
percentage to the value of grain sales in 1978.

2U.S. totals do not include Alaska and Hawaii.

Source: (23).



Table 5—Major producing States of export-oriented farm commodities, 1982

B Corn Wheat g
Curmnulative percentage Cumulative percentage
Rank’ State of United States Rank’ State of United States
2 ~ Production Acreage Production Acreage
| lowa 20 18 1 Kansas 16 16
2 Hlinois 39 36 2 Marth Dakota 28 %0
3 Indiana 48 45 k3 Oklahoma 35 39
4 MNebraska 57 55 4 Montana 42 46
5 Minnesota 65 61 ] Washington 48 &0
i Ohio 71 67 [ Texas 53 57
7 Wisconsin 75 71 7 Minnesota 57 |
pa s Soybeans Cotton
Curnulative percentage Curnulative percentage
Rank' State of United States Rank!' State of United States
Production Acreage Production Acreage
1 Illinois 17 14 1 California 25 13
2 Iowa 32 16 2 Texas 449 60
3 Indiana 40 55 5 Mississippi 64 70
4 Missouri 47 41 4 Arizona T4 75
5 Minnesota 55 48 5 Louisiana g1 g1
f Ohio il LT [ Arkansas 85 85
7 Arkansas 66 Rl 7 Alabama L 88

IRankings apply only to production.

Source: (24).
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1/ Farming-dependent countles are deflned as those which derived 20 percent or more of laber and proprietory income
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Source: {11),
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1/ Rescurce-based industiies are agricultues, jomeiry, fisheries. and mining
Source (5]




Table 6—Selected demographic and economic variables: Farming-dependent counties versus other nonmetro counties

Farming-dependent counties Other
Variables Unit Most highly Highly Moderately nonmetro
dependent? dependent dependent counties
Demographic:
Population change —
1960-70 Pct. -9.3 -4.4 -0.7 5.9
1970-80 do. .3 7.8 11.6 17.0
1980-84 do. 0 3.1 3.2 3.8
Average population, 1980 Thou. 6.8 12.4 16.6 31.1
Population per square mile, 1980 No. 10 19 25 51
Population aged 25 and over who
completed high school, 1980 Pct. 60 58 56 57
Population aged 65 and over, 1980 do. 16.3 15.6 15.4 13.3
Economic structure:
Income derived from—
Farming, 1975-79 Pct. 46 32 23 8
Manufacturing, 1979 do. 5 10 16 25
Farmers who worked 200 days or
more off-farm, 1982 do. 21 26 30 39
Economic well-being:
Per capita personal income, 1980 Dol. 8,389 7,396 7,256 7,311
Per capita transfer payments, 19793 do. 1,025 1,038 1,071 1,071
Per capita Federal outlays for
commodity agriculture, 1980 do. 362 172 140 34
Per capita total Federal outlays, 1980 do. 1,648 1,429 1,393 1,495

Note: Population growth rates are based on weighted averages.

ILabor and proprietor income (LPI) from farming accounted for 20 percent or more of total county LPI during 1975-79. There are 234 counties
in each of the three groups of farming-dependent counties and 1,741 other nonmetro counties.

2LPI derived from farming in the top third group was 37 percent or more of total county income. For the middle third, it was 27 to 37 percent.
For the bottom third, LPI was 20 to 27 percent.

3These kinds of transfer payments include Social Security and Medicare. They exclude Federal farm subsidy payments.

Table 7—Agricultural employment links in the nonmetro areas of U.S. farm production regions, 1982

Final

consumption Total

Direct agricultural links links agriculturally

Region Farm Processing and Total Food and fiber related 9

sector! Input marketing agri- wholesaling employment

industries industries business and retailing
Percentage of total employment

United States® 14.7 1.2 6.0 7.2 8.5 32.7
Northeast 6.9 .5 5.2 5.7 9.1 27.4
Appalachia 13.8 i 10.3 11.0 7.2 34.3
Southeast 12.6 1.0 11.8 12.8 7.6 35.5
Delta 15.3 1.2 7.1 8.3 7.3 33.0
Corn Belt 16.4 1.9 3.9 5.8 8.4 33.4
Lakes States 17.6 1.6 3.9 5.5 9.6 35.6
Northern Plains 21.9 2.5 4.3 6.8 8.3 38.3
Southern Plains 19.6 1.2 3.8 5.0 8.5 34.9
Mountain 11.2 1.4 2.3 3.7 10.5 26.4
Pacific 15.4 1.0 2.5 3.5 10.8 31.7

Includes agricultural services, farm proprietors, and agriculture wage and salary workers.
2Total includes employment in secondary or indirectly related agribusinesses.
3U.S. totals do not include Alaska and Hawaii.
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The agricultural complex is most important in the non-
metro economies of the Northern Plains where the farm
sector, agricultural input industries, agricultural process-
ing and marketing industries, and food and fiber whole-
saling and retailing businesses accounted for about 38
percent of local nonmetro employment in 1982. In the
other regions, this percentage ranges from a high of
about 36 percent in the Lake States and the Southeast to
a low of about 26 percent in the Mountain region.

Agricultural production has strong links to industries
that provide inputs to farmers and to the transporting,
processing, and marketing industries. In both the
Midwest and South, the agribusiness sector is heavily
concentrated in the nonmetro areas of the Northern
Plains and the Delta States (table 8). Some 75 percent of
all jobs in agricultural input industries in the Northern
Plains are located in nonmetro counties, compared with
50 percent in the Lake States and 46 percent in the
Corn Belt. The nonmetro counties also claim 62 percent
of the total jobs in the agricultural processing and
marketing industries in the Northern Plains, compared
with about 35 percent in the Lake States and the Corn
Belt. In the Northern Plains, 50 percent of the jobs in
the food- and fiber-related wholesale and retail trade are
situated in nonmetro areas, although nationally these
businesses tend to be highly concentrated in metro areas.
In the South, the agricultural complex is most heavily
concentrated in nonmetro areas of the Delta, where the
nonmetro counties account for 60 percent of the region’s
agriculturally related employment. The nonmetro share
of the jobs found in the Delta’s agriculturally related in-

dustries ranges from 71 percent in processing and mar-
keting industries, to 63 percent in input industries, to 37
percent in the food- and fiber-related wholesale and
retail trade. In the other farm production regions of the
South, nonmetro areas account for 49 percent of Appa-
lachia’s agribusiness employment and about 34 percent
of the agribusiness jobs in the Southeast and Southern
Plains.

In many areas of the country, farm-related industries
such as food processing and marketing are important
employers not only in nonmetro but also in metro areas.
In the Northern Plains, for instance, 75 percent of all
the jobs in farm input industries are located in nonmetro
counties, while in the more industrialized Lake States,
62 percent of all jobs in food processing and marketing
operate in metro areas. Thus, while farm dependency
appears to be highly concentrated geographically among
nonmetro areas, many urban jobs across the United
States are also tied to the farm sector.

Because of the importance of the agribusiness complex
to many local economies, changes in farm conditions
may substantially affect industries associated with agri-
culture. Some areas and industries will benefit; others
will be damaged. For example, local or national conditions
conducive to lower commodity prices will decrease agri-
cultural production and weaken the demand for pur-
chased inputs. Those agricultural centers that specialize
in manufacturing agricultural inputs such as fertilizers,
pesticides, and farm machinery would suffer. More spe-
cifically, a weaker demand for farm machinery would

Table 8—Nonmetro share of agriculturally related employment by region, 1982

Agricultural Food and fiber Total
Agricultural processing wholesaling agriculturally
Region Farm input and marketing and retail related
sector' industries industries trade employment?
Percent
United States® 64.9 48.0 34.0 18.4 32.7
Northeast 37.7 25.0 13.0 9.1 11.5
Appalachia 73.2 57.1 51.4 31.6 49.1
Southeast 59.7 60.1 50.0 17.3 34.9
Delta 83.2 63.4 70.9 36.5 60.1
Corn Belt 71.8 46.3 34.3 20.8 36.5
Lake States Gé.4 50.4 37.6 22.6 37.9
Northern Plains 91.4 74.9 62.0 49.8 71.1
Southern Plains 71.8 51.0 27.9 16.9 33.6
Mountain 76.8 71.8 41.8 33.3 45.8
Pacific 29.3 21.8 7.1 8.0 12.3

!Includes agricultural services, farm proprietors, and agriculture wage and salary workers.
Total includes employment in secondary or indirectly related agribusinesses.

3U.S. totals do not include Alaska and Hawaii.
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diminish job opportunities for both rural nonfarm
residents and small-scale farmers in an area such as
northern Iowa that relies on off-farm employment for a
major portion of its income. On the other hand, agricultural
service centers specializing in transporting, processing,

and marketing food may benefit since lower commodity
prices will make U.S. commodities more competitive
abroad and boost the volume of products moving through
the export chain.

Our limited current knowledge of economic links in
rural areas, between the farm sector and the total local
economy, and nationwide, between rural and urban
areas, does not allow us to quantify them. However, we
can be sure that selective changes in agricultural conditions
such as commodity programs will produce differential
geographic effects. For example, Congress formulated
the 20-percent set-aside provision in the 1986 feed grains
program to reduce agricultural production. Such provi-
sions will reduce, however, not only corn production but
also local job opportunities in agricultural input indus-
tries. Such effects may be especially significant for places
such as Minnesota’s corn and soybean growing areas
where the farm sector and the agricultural input and
processing industries account for about 30 percent of the
total local employment.

In areas less dependent on local agribusiness jobs, on the
other hand, such farm program provisions will affect in-
dividual farmers but may have only limited effects on
local economies. An example is the urban-dominated
corn and soybean growing areas of Illinois where agricul-
tural input and processing industries account for about 3
percent of total local employment.!!

The Local and Regional Economy’s
Economic Health

Economic stresses stemming from problems in agricul-
ture can be offset, to some extent, by growth of off-farm
economic opportunities. This dynamic is especially true
for small- and medium-sized farm operators and mem-
bers of their households, who rely on the nonfarm
economy for most of their employment and income.

How plentiful are the secondary job opportunities for
farm operators across the country? One measure of off-
farm employment opportunities is the number of days
that a farm operator works off the farm.'? For example,

For a description of the importance of agriculturally related
employment among multicounty agricultural trading regions specializ-
ing in various types of agriculture, see (10).

12This measure is only a partial indicator of off-farm economic op-
portunities since a farm operator is only one contributor to total farm
household income. There are no readily available data on the employ-
ment status of the other members of a farm household.

in 1982, 35 percent of all U.S. farm operators worked
200 days or more in off-farm jobs (table 9). But in many
farming-dependent areas, such off-farm employment op-
portunities are not prevalent, or if they are, the demands of
the farm operation prevent operators from participating.
Off-farm opportunities are lacking in the farming-
dependent counties of the Northern Plains and the west-
ern Corn Belt where the percentage of farm operators
reporting off-farm work was substantially below the U.S.
average. In farming-dependent counties of the Lake
States, the low percentage of farmers with off-farm jobs
probably resulted from farm structure that specializes in
dairy operations which are highly labor intensive. In the
four subregions of the South, on the other hand, the
proportion of farmers who worked off-farm was much
higher than nationwide. This high participation in out-
side employment reflects the prevalence of nonfarm
alternatives brought about by industrialization of the
South during the 1960’s and 1970’s.

Off-Farm Income Rising in Rural Regions

A more comprehensive measure of off-farm economic
opportunities is the percentage of total farm family
income earned from off-farm sources. The relative im-
portance of total U.S. farm family income earned from
nonfarm sources increased from an average of about 40
percent in 1960, to 55 percent in 1979, to around 60
percent since 1981. This growing reliance on off-farm
income dampens the effect of farm-related stress for
many communities, States, and regions. The nonfarm
sector appears to provide more of a safety net for eco-
nomically stressed farm families in the more densely
populated regions containing smaller farms such as in
the Northeast and the South, where off-farm earnings

Table 9—U.S. farm operator dependence on off-farm
employment, 1982

Region Operators working 200 + days

off-farm

Percent
United States! 34.6
Northeast 33.6
Appalachia 39.2
Southeast 42.6
Delta 37.3
Corn Belt 32.6
Lake States 27.5
Northern Plains 20.5
Southern Plains 43.1
Mountain 31.5
Pacific 39.1

1U.S. total does not include Alaska and Hawaii.

Source: (23).
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accounted for 64 percent of total farm family income in
1979, than in the sparsely settled Midwest and West,
where 47 percent of total farm family income came from
off-farm sources (table 10).

Industrial and professional wages and salaries form the
largest component of off-farm income, accounting for 65
percent of nonfarm earnings for farmers and their
families in 1979 (table 11). Other major nonfarm in-
come sources include interest and dividends (14 percent),
retirement and public assistance (9 percent), and non-
farm business (9 percent). Wages and salaries from non-
farm jobs are a relatively less important source of
income (about 10 percentage points lower) for farmers
and their families in the Northern Plains, Southern
Plains, and the West than in the other farm production
regions. Where geographic areas have large and growing
nonfarm sources of income and employment, as in the
Northeast and the South during the 1970’s, adverse ef-
fects of declines in farm and farm-related activities can
be offset, at least partly, by growth in other sectors.

Sluggish Recovery in Farming-Dependent
Areas

The continued outmigration of large numbers of workers
from farming historically occurred because of farm pro-
ductivity gains and the lure of plentiful nonfarm jobs.
However, during the early 1980’s, overall economic
growth has been extremely weak in most farming-
dependent States and regions. The depressed farm sector
coupled with the sluggish recovery of other industries
(especially manufacturing) from the 1980 and the
1981-82 recessions has slowed economic revival in these

Table 10—Farm and off-farm income as a percentage of
total net cash income by region, 1979

Source of net cash income

Region Net cash

income Farm Off-farm

Million dollars ~ -------- Percent --------
United States! 59,735 45.3 54.7
Northeast 4,236 37.9 62.1
Appalachia 6,767 30.5 69.5
Southeast 5,015 40.3 59.7
Delta 3,442 40.2 59.8
Corn Belt 12,518 47.0 53.0
Lake States 5,671 52.8 47.7
Northern Plains 5,206 62.0 38.0
Southern Plains 6,659 34.9 65.1
Mountain 3,721 51.5 48.5
Pacific 6,501 56.5 43.5

1U.S. totals do not include Alaska and Hawaii.

Source: (22).
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areas. Slow growth in nonagricultural industries has
made it difficult for farmers who rely on the nonfarm
economy to supplement their farm income and, at the
same time, has prevented workers displaced from farm-
ing and farm-related businesses from finding other jobs.
For instance, during the 1979-82 downturn, total
employment in the Corn Belt’s nonmetro counties fell
5.7 percent while total employment in the U.S. economy
rose 0.8 percent (table 12). Then, in the 1982-84
upturn, nonmetro employment growth in the Corn Belt
continued to lag the overall employment growth rate of
the U.S. economy (1.6 percent versus 5.3 percent).
Morever, the unemployment rate in the Corn Belt’s
nonmetro areas continued to exceed the national rate by
almost 2 percentage points in 1982 and 1984; and, the
unemployment rate probably is underestimated in the
farming-dependent areas.!®

State employment figures for the Corn Belt, Northern
Plains, and Lake States indicate the pervasive nature of
diminished economic performance in these regions, par-
ticularly in Corn Belt States. Although U.S. employment
increased 11.1 percent during the 3-year period ending
October 1985, employment in much of the Corn Belt in-
creased less than 50 percent of the national rate after
declining dramatically from the business cycle peak in
January 1980 (table 13). In Iowa, for example, where
meat processing and farm machinery manufacturing are
closely linked to agriculture, manufacturing employment
was up only 3.5 percent in October 1985 from the reces-
sionary levels 3 years earlier.

Population Dwindling in Farming-Dependent
Areas

A major trend has been the continued population loss in
many farming-dependent areas. In fact, the top one-
third of the counties most dependent on farming had the
highest proportion of counties losing population during
1960-70, 1970-80, 1980-82, and 1982-84 (table 14). Dur-
ing 1980-82 and 1982-84, almost 60 percent of these
counties lost population. A substantial proportion (40
percent) of the counties that depend less heavily on
farm income also recorded population losses during
1982-84. These high proportions contrasted sharply with
other parts of nonmetro America, where only 9 percent

BFor an assessment of employment and underemployment statistics
for nonmetro areas, see (9). Nilsen found that metro-nonmetro dif-
ferences in economic structure result in labor force statistics that fre-
quently portray conditions in nonmetro areas to be better than they
actually are. For example, more nonmetro residents are self-employed.
However, as a part-time activity, self-employment earnings are low.
Yet a significant proportion of the nonmetro labor force is self-
employed in a secondary job. Workers who are laid off from or quit
their primary jobs will not be counted in unemployment statistics based
on household data (such as Current Population Survey), since such
workers will normally be self-employed.



Table 11—Off-farm income of farm households by source and region, 1979

Industrial and

. professional Retirement,
Region wages and Interest and disability, and
salaries Farmwork Nonfarm business dividends public assistance Total!
Percent

United States? 64.8 3.3 8.8 14.1 9.0 100.0
Northeast 67.3 2.5 10.2 12.6 7.4 100.0
Appalachia 68.2 2.0 8.0 11.5 10.3 100.0
Southeast 66.3 3.1 7.9 12.8 9.8 100.0
Delta 67.3 2.5 7.7 11.9 10.7 100.0
Corn Belt 67.9 3.9 7.7 12.9 7.6 100.0
Lake States 68.5 3.2 6.8 12.2 9.2 100.0
Northern Plains 58.8 4.7 9.3 18.7 8.5 100.0
Southern Plains 61.9 2.8 8.4 16.8 10.0 100.0
Mountain 57.9 4.5 11.9 17.83 8.5 100.0
Pacific 55.3 4.8 13.2 18.4 8.2 100.0

1Detail may not add to total due to rounding.
2U.S. totals do not include Alaska and Hawaii.

Source: (22).

Table 12—Employment and unemployment change in non-
metro counties and in the United States, 1979-84

Employment change Unemployment rate

Region
1979-82 1982-84 1979 1982 1984
Percent

United States! 0.8 5.3 5.8 9.7 7.5
Northeast -1.8 4.2 7.0 10.6 8.1
Appalachia -2.9 4.5 6.4 124 10.2
Southeast 1.5 5.1 6.3 11.7 8.9
Delta -1.1 2.2 6.8 11.8 11.2
Corn Belt -5.7 1.6 5.7 11.8 9.6
Lake States -2.3 2.2 6.5 12.3 10.2
Northern Plains -1.2 1.5 3.1 5.8 4.9
Southern Plains 11.0 3.5 4.0 6.8 6.7
Mountain 5.1 3.8 5.7 10.2 8.0
Pacific -1.2 2.9 9.6 151 12.8

!Includes nonmetro and metro areas.

Source: (25).

of the counties lost population during the 1970’s and 29
percent during 1982-84.

When population change is compared among farm pro-
duction regions, a more diverse picture emerges. A high
proportion of farming-dependent counties in the Corn
Belt, Northern Plains, and Lake States lost population
during 1982-84 (table 15). The Lake States stand out as
having the highest proportion (73 percent) of farming-
dependent counties experiencing population losses com-

pared with Appalachia, which registered one of the low-
est proportions (26 percent). Still, the general pattern
appears to indicate that the farming-dependent counties
have been and are much more prone to losing population
than other nonmetro counties.

Implications

Numerous factors have caused lower commodity prices,
lower farmland values, higher real interest rates, and
resource reallocations in the farm sector. For farmers,
many of these factors such as climate, soil type, local
industrial structure, and national and international
economic conditions are beyond their control. Similarly,
rural communities that depend heavily on farming have
many specialized human and business assets that may
not be readily usable in other parts of the economy.
However, it is likely that major economic dislocations in
rural America will be largely confined to the Midwest
and to the Delta subregion of the South. Even in the
Midwest the effects will be extremely uneven, because
reliance on agriculture is so varied. Adjustments clearly
will be most severe for those who live in the several hun-
dred sparsely settled specialized farming areas that are
highly concentrated in a few States.

The transition to a more diversified economy in farming-
dependent counties will be difficult at best. The dif-
ficulties arise from their small population bases, their
concentration in areas far from most major urban markets,
and a pattern of outmigration that has left them with a
relatively high proportion of elderly.
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Table 13—Recent employment trends in Midwestern States

Employment change from July 1981
(peak before the 1981-82 recession)

Employment change from November 1982
(trough of the 1981-82 recession)

State to October 1985 to October 1985
Total Manufacturing Total Manufacturing
Percent
United States 7.3 -5.8 11.1 6.4
Illinois —-3.2 —-20.0 3.3 -1.3
Iowa 1.0 —-11.8 2.8 3.5
Ohio 1.2 -10.9 6.0 3.8
Michigan 1.2 -5.3 9.1 16.2
North Dakota 2.8 1.9 4 7.5
Wisconsin 3.3 -8.1 8.2 15.7
Nebraska 3.8 —-8.7 7.0 7.0
South Dakota 4.8 -11.0 6.4 -5.3
Missouri 4.4 .9 4.8 6.8
Kansas 2.6 -5.4 7.9 11.7
Indiana 7.1 5.9 13.1 11.3
Minnesota 9.1 .3 12.5 12.0

Source: (25).

Table 14—Proportion of nonmetro counties losing population,

Table 15—Proportion of nonmetro counties losing population,

1960-84 1982-84
- ]
Farming-dependent counties Other S .
Years  Most highly  Highly = Moderately nonmetro Region ounties
dependent  dependent dependent counties Ch Farming-dependent  Other nonmetro
Percent Percent
1960-70 87 79 69 42 United States 48 29
1970-80 63 41 25 9
1980-82 58 45 41 28 Northeast * 22
1982-84 58 47 40 29 Appalachia 26 24
Southeast 31 20
1Labor and proprietor income (LPI) from farming accounted for 20 Delta 41 23
percent or more of total county LPI during 1975-79. There were 234 Corn Belt 67 42
counties in each of the three groups of farming-dependent counties
and a total of 1,741 other nonmetro counties. Lake States 73 40
Northern Plains 53 39
. . Southern Plains 49 23
Durlng the past 30 years, the economic structure of ru‘r.al Mountain 94 32
America as a whole has become more diversified, signifi- Pacific 21 34

cantly diminishing its overall vulnerability to changes in
natural resource markets, commodity prices, and farm
conditions. The economic future of most rural citizens is
now tied more to overall national economic growth than
to the success or failure of any one business sector. This
is not, however, the case for the residents of farming-
dependent rural counties or for other individuals whose
economic fortunes are tied directly to agriculture.

Until now, major disruptions of farming-dependent com-
munities have been averted because much of the economic
distress in the agriculture sector has been concentrated
in only 11 percent of farm operations. Although many
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*The Northeast has only one county where farm LPI amounted to
20 percent or more of total county LPI during 1975-79.

farmers in this group are under pressure to leave farm-
ing, the actual losses (bankruptcies and foreclosures) are
not as dramatic as might be suggested by the number
who are under severe financial stress (negative cash flow
and debt equal to over 40 percent of their assets). Even
if a large proportion of the highly stressed farm
operators were to leave farming in any one year, this dis-
placement would not be nearly as great as the annual
loss of farms that took place throughout the 1950’s. In



fact, the present restructuring of agriculture has involved
mostly ownership changes of existing farms rather than
substantial declines in the total number of farms. As a
result, it appears that up until now rural communities
have been able to absorb many of the displaced farmers
either through existing jobs or through the creation of
new ones.

Further restructuring in the agricultural sector seems
unavoidable, at least in the short run. Although both in-
terest rates and the value of the dollar abroad dropped
substantially in 1986, major problems such as excess
capacity, low commodity prices, diminished export
markets, and high debt levels continue to plague the
farm economy. If these trends accelerate, more farm
sales, foreclosures, and bankruptcies are inevitable. And,
more farm operators will have to face difficult economic
adjustments in the immediate future. This bloc of
farmers will be made up of large operators and, per-
haps, an increasing number of the smaller operators who
rely on off-farm employment for a major part of their
household income.

In the more farming-dependent areas, these adjustments
can be most difficult for communities that lack a diver-
sified economic base and the potential for job growth.
Their limited capacity to absorb more displaced farmers
may translate into not only a loss of farm families but

also additional job and population losses in the local
service and retail sectors. The resulting financial stress
for rural governments would mean that without outside
help from State and Federal Governments, many will be
unable to provide a stable environment for economic
growth, or even manage population decline effectively.

Because the problems may turn out to be widespread
and affect entire regions, an argument exists for the
Federal Government to play a role in helping to restruc-
ture the farm sector and to ease the adverse effects. For
example, one possible option might be broadening
USDA'’s direct responsibility for farmers’ welfare to
encompass the transition of marginal farmers to other
occupations. Programs to help displaced farmers find
new jobs could include a Federal presence in providing
education and training, helping ex-farmers start new
businesses, and easing capital losses associated with leav-
ing agriculture. A determination by USDA not to aban-
don producers as soon as they stop active farming would
fulfill a long-time commitment to these people who,
because they have been farmers, are not well served by
the Nation’s social safety net programs such as unem-
ployment compensation. Moreover, Federal involvement
could lessen disruption and promote the orderly move-
ment of surplus human and physical capital resources
out of agriculture, benefiting the rest of the farm sector
and the Nation as a whole.
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Appendix table—Agribusiness classification

Industries

Agricultural Input Industries

Primary industries:?

Chemical and fertilizer mining

Agricultural chemicals

Farm machinery

Farm supplies and machinery
wholesale trade

Farm credit agencies and commodity
dealers

Secondary industries:®
Water well drilling
Prefabricated metalwork and buildings
Pumps and pumping equipment
Miscellaneous repair shops

Agricultural Production

Primary industries;?
Farm proprietors
Farm wage and salary employment
Agricultural services

Agricultural Processing and Marketing Industries

Primary industries:?
Food and kindred products
Tobacco
Apparel and textiles

Leather
Warehousing
Farm-product raw materials wholesaling

Secondary industries:3
Miscellaneous textile products
Containers

Chemicals

Primary and fabricated metal products
Food products machinery
Miscellaneous manufacturing

See footnotes at end of table.

Standard Industrial
Classification code’

147, 1492
287
3523

5083, 5191

613, 622

178

3444, 3448
3561

7692, 7699

NA
NA
07-09

20

21

221, 223-5, 2261, 2269, 228,
2292, 2298-9, 231-8, 2397
31

4221, 4222

515

2295, 2393, 2395

2441, 2449, 262, 263, 2641,
2643, 2645-6, 2651-5, 3221,
3262, 3274

2823-4, 2893

3315-7, 334, 3411, 3466, 3497
3551

3962-4, 3993

Continued —
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Appendix table—Agribusiness classification—Continued

Standard Industrial

Industries
Classification code’

Food and Fiber Wholesaling and Retailing

Primary industries:?
Wholesale trade
Retail trade

513-4, 518, 5194
54, 56, 58

Secondary industries:?

Printing and publishing 271-2, 274, 2751-2, 2754,

2791, 2793-5

NA = Not applicable.
IThe U.S. Office of Management and Budget developed the Standard Industrial Classification code as a method for industries to conform with the

composition and structure of the economy covering the entire field of economic activities.
2Primary industries are defined as those industries which used all of their work force in the production necessary to satisfy the U.S. final demands

for food and fiber in 1972.
3Secondary industries are defined as those industries which used between 50 and 100 percent of their work force in the production necessary to

satisfy the U.S. final demands for food and fiber in 1972.
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OTHER PUBLICATIONS OF INTEREST ON RURAL ISSUES

The U.S. Farm Sector: How Is It Weathering the 1980's? by David Harrington and Thomas A.

Carlin.

Finds that 28 percent of all farms (those with gross annual sales of $40,000 or more) had positive
after-tax rates of return to equity in 1985. But, overall, the farm economy has deteriorated since
1981 when farmland values began to decline. By 1984, farming households earned only about 80
percent as much as the national average, compared with their historic high in 1973 when they earned
almost SO percent more than the national average. As many as 15 percent of all farm operators who
were in business before 1980 may leave farming for financial reasons before the current economic
adjustments end.

AIB-506. April 1987. 32 pp. $1.50. SN: 001-019-00506-8.

Federal Outlays by Type of Nonmetro County, by Bernal L. Green.

Groups Federal payments into six categories to examine how the payments were distributed among
eight types of nonmetro counties in FY 1980. "Income transfers" (which include Social Security)
constituted the highest Federal payments to nonmetro areas; agricultural payments (which include
commodity and other farm programs) constituted the lowest. Per capita income transfers were
highest in "retirement" counties (counties that attract retirees), suggesting that the economic base of
these counties may be more stable than that of counties that depend mainly on farming,
manufacturing, or mining.

RDRR-65. January 1987. 24 pp. $1.25 SN: 001-019-00493-2.

How Well Can Alternative Policies Reduce Rural Substandard Housing? by Donald L. Lerman.
Examines where substandard housing is concentrated and compares building new housing with
subsidizing existing housing. Also looks at a combined program of new construction in low-vacancy
areas and subsidies in high-vacancy areas as a cost-effective way to reduce rural substandard housing
conditions.

RDRR-64. December 1986. 12 pp. $1.00. SN: 001-019-00485-1.

Social and Economic Characteristics of the Population in Metro and Nonmetro Counties, 1970-80,

by David A. McGranahan, John C. Hession, Fred K. Hines, and Max F. Jordan.

Reports that rapid growth in manufacturing, increasing numbers of working women with children, and
a steep rise in single-parent families were leading changes in the economic and social profile of rural
counties during the 1970's. Documents changes in the economic and social characteristics of both
metro and nonmetro residents from 1970-80. Although median family income in nonmetro areas
continues to improve compared with metro areas, nonmetro median income was only 79 percent of
metro income in 1979, compared with 69 percent in 1959.

RDRR-58. September 1986. 72 pp. $3.75. SN: 001-019-00442-8.

Order these reports from:

Superintendent of Documents
U.S. Government Printing Office
Washington, DC 20402

Specify title and stock number. Make your check or money order payable to Superintendent of
Documents. For faster service, call GPO's order desk at (202) 783-3238 and charge your purchase to
your Visa, MasterCard, or GPO Deposit Account. No additional charges for postage to domestic
addresses; but foreign addresses, please add 25 percent extra. Bulk discounts available.

A Periodical of Rural Ideas

For a new perspective on issues facing rural America, subscribe to Rural
Development Perspectives. An eclectic mix of rural information and ideas, with
each article written in a crisp, nontechnical manner, generously illustrated with
photos, maps, and charts. RDP also includes book reviews, a digest of recent
research of note, and a section of charts and maps measuring various rural
conditions. It costs only $5.00 (domestic addressees) or $6.25 (foreign
addressees). You receive three issues per year in February, June, and October.
To subscribe, send your check or money order to GPO's address above.




